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ties. The Keltic races, which in Britain successfully resisted 
the moulding forces of Saxon culture, and even remain to the 
present day in sullen separation from their English neighbors, 
opposed no obstacle to the mastering influence of the Roman 
life in Gaul and Spain. So completely were they transformed, 
so entirely changed into the likeness of their conquerors, that, 
when the hordes of barbarian invaders, the Visigoths, the Bur- 
gundians, the Franks, swept over them, they in turn commu- 
nicated the living spirit of Rome to their new masters, until 
Western and Southern Europe was once again recast in the 
imperial mould. He must be blind indeed, who does not see 
in this all-pervading vitality of a single people the preparation 
which Providence made for the spread of the Christian religion 
among those races which were to give laws to the world. 



Art. VI. — The National Resources, and their Relation to 
Foreign Commerce and the Price of Gold. 

On the 12th of January, 1843, Mr. Walter Forward, then Sec- 
retary of the Treasury, reported to Congress the result of nego- 
tiations for a loan of $> 3,500,000 ; which negotiations were be- 
gun in April, 1842. But two bids had been made for this loan, 
one of 50,000, and one of 60,000 dollars ; both at 96 per cent, 
for a six per cent twenty years' stock. The Secretary in a spe- 
cial report to Congress said : " The repeated failures incurred 
in negotiating at home upon advantageous or creditable terms 
suggested the policy of sending an agent abroad for the purpose 
of endeavoring to effect a favorable negotiation in England or 
upon the Continent. Accordingly, a gentleman of the highest 
consideration for intelligence and integrity was selected for the 
purpose, and left the United States in July last. I regret to 
communicate that he has since returned without effecting the 
object of his mission." Without citing the more recent fail- 
ures of the public credit, when the personal discredit of the 
negotiators may have influenced the public quite as much as 
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the actual state of the public resources, or, again, when the 
alarms of the opening war agitated the nation and paralyzed 
business, the contrast presented by this incident of twenty 
years since, and the financial facts of 1862, 1863, and 1864 is 
very striking. At a date so recent as to mark little distinction 
in European history, and therefore to be scarcely credited as a 
distinct period by European observers, there was absolutely no 
money in the United States to invest in loans, and no credit in 
foreign countries on which money could be raised. Nor was 
this the consequence of debt, since less than ten millions of 
the debt accrued in former years remained unpaid. Such was 
the financial condition in 1842 ; while in the fiscal year ending 
June 30, 1864, after taking $ 200,000,000 in permanent loans, 
$275,000,000 in temporary loans, and $300,000,000 in circu- 
lating notes in the previous fiscal year, the people of the United 
States have again taken f 424,503,638 in permanent loans, 
$166,798,045 in temporary loans, and in interest-bearing 
treasury-notes $227,076,366. With the exception of a small 
temporary loan immediately repaid, not a dollar of this vast 
sum has been asked for or obtained in the first instance in any 
foreign country. And while the revenues of 1842 were but 
$18,187,908 from customs, and $19,965,009 from all ordi- 
nary sources, there was received in 1863 - 64 from customs, 
$102,316,153; from internal revenue, $109,741,134; and 
from all ordinary sources, exclusive of all loans and currency 
or other notes issued, $260,627,717. 

Here is a contrast sharper than mere words can express be- 
tween the financial strength of the nation in a time of peace 
with its resources undeveloped, and in a time of war with our 
vast natural wealth developed and in process of development. 
It cannot be expected that European nations will at once appre- 
ciate the extent and siguificance of changes so great, nor per- 
haps fully accredit the facts of this current history. But the 
full measure of this increased strength should be made known 
to our own people in terms so clear, and with proof so decisive, 
as to remove all doubt and despondency as to the power of the 
government to surmount the great trial the Rebellion has 
brought on it. The purpose of this article is to promote this 
better knowledge of the extraordinary facts that make the 
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present vast expenditure possible, and that supply loans and 
revenues unprecedented in the history of nations. 

The premium on gold, and the unexpectedly high point 
to which it has attained, are striking and impressive facts, 
which have been construed by the public at home and abroad 
as indicative of the financial weakness of the United States. 
The history of the price of gold, it is generally assumed, has 
been uniform ; a high price has almost invariably signified 
commercial exhaustion and dependence. It has been taken as 
the measure of real weakness, though in some cases military 
power or stringent legislation has prevented the transfers of 
wealth which its price would create if commerce had been free, 
and the enfeebled nation has ultimately gained strength again 
sufficient to restore its commercial and financial equality with 
others. It is necessary to inquire, therefore, whether the high 
price of gold in the United States, continued now more than 
two years, is an instance corresponding to previous cases of 
high price of gold in Europe, and whether it signifies a depre- 
ciation or destruction of values in the United States equivalent 
to the premium it bears. It is asserted with great positiveness, 
that the price of gold does signify the depreciation of values as 
expressed in the usual terms ; that the dollar of account is no 
longer a dollar in real value, but is reduced to forty cents only, 
when gold is at 250 in currency. All fixed property in lands, 
houses, and estates is proportionately depreciated, it is said ; 
and movable property, whether for use and consumption at 
home, or for export and exchange abroad, is to be reduced in 
the same proportion from the nominal value it bears. 

Before undertaking an analysis of the relation the price of 
gold now bears to commercial exchanges, a word should be 
said on its relation to fixed or real property. The real estate 
of the United States is of such vast magnitude, and has such 
permanence of productive value in the occupancy and uses of a 
great people, that the point is almost settled by the mere state- 
ment ; it is not, and cannot be, subject to the absurd changes 
which have marked the price of gold. Very slight changes 
have occurred in the usual business valuations of lands, build- 
ings, and all fixed property, in city or country ; changes less in 
amount, indeed, than have frequently taken place in ordinary 
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periods of the same extent. Farms or city properties, for ex- 
ample, worth $ 20,000 each in 1860, have not risen to $ 56,800 
in paper currency, nor fallen to $7,150 in gold, when the 
speculative premium was carried up to 280. The dollar of 
account is still a dollar in actual value for all the greater pur- 
poses of business in the country. People buy, sell, and affix 
values by it now as before. Indeed, as to fixed property, little 
or no argument is necessary to assure its holder that his ten 
thousand dollars' worth of four years ago has not fallen to four 
thousand dollars' worth, because the nominal price has re- 
mained the same ; but it is necessary to urge that the same 
plain principles be fairly applied to our business in general 
merchandise, and to exchanges with foreign countries. 

The claim made here is, that the full premium on gold is not 
now due in fact, and has not at any time been due, to natural 
and unavoidable business causes. It is not a result of the 
commercial and financial condition of the nation, — a condition 
bringing with it a general depreciation of all values and all 
property, or an inflation of the currency price affixed to them, 
signifying the same thing. It is an anomaly, a circumstance 
altogether different from the apparently similar circumstances 
in the history of other nations ; and is neither a measure of our 
inherent strength, nor of our relation to the world at large. 
The mode in which our external commerce is conducted, and 
the imperfect statements of facts in regard to it, do seem to im- 
ply commercial dependence and subordination as the existing 
condition ; yet this appearance is to a great extent deceptive 
and unreal. There is no drain to pay commercial indebtedness 
that is not easily met by the proceeds of commercial shipments ; 
and, in fact, the shipment outward precedes the shipment in- 
ward, and the credits are produced before they are required 
in use. There is no drain to reimburse loans taken abroad 
and now falling due, and no dependence for loans yet to be 
taken there. There is no general, adjustment of accounts 
going on, which calls for heavy remittances to pay balances 
accrued against us. Yet with all this there are very large 
exchanges constantly conducted, and great quantities of gold 
have, within two years past, been driven to deposit in England 
by the piracies which have endangered our shipping between 
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the Isthmus and our commercial cities of the East. If, there- 
fore, this increased price of gold does not represent debt held 
and in process of payment abroad, nor any other form of pub- 
lic or private monetary dependence or exhaustion, to be ad- 
justed only by payment of coin to such extent as to double 
the value of gold as compared with the dollar of account main- 
tained by Jaw, this price is an anomaly, for which some other 
explanation or solution must be sought. 

Such are the terms in which the general positions here taken 
are stated, in order to be definite and concise, and without in- 
tending to assume undue positiveness. It is not supposed that 
the concurrence of the majority of those best able by their 
knowledge of facts, or most competent otherwise to judge, can 
be secured in these assumed positions without admitting im- 
portant qualifications; yet the extreme pressure of adverse opin- 
ion abroad appears to require the strongest counteracting state- 
ments that are ^justified by the facts. The experience of the 
past three years has shown that, in some important departments, 
the public judgment has greatly undervalued the resources, the 
capacity, and the endurance of the people of the loyal States. 
It is already apparent that the rules heretofore held to control 
the finances of nations are inadequate to measure the recorded 
events of our recent history. 

With sufficient space to record, both in summary and in 
detail, the quantities and values of articles of internal and of 
foreign exchange produced and sold to consumers, the best 
mode of treatment of the whole question of resources would 
be through such full statistics ; but it is necessary to limit this 
form of illustration to the use of annual aggregations only. 
Even in this condensed form, the simple facts of our commer- 
cial condition and foreign exchanges for the past ten years will 
perhaps do more, through mere statement and comparison, 
than can otherwise be done to illustrate the real character of 
the gold movement, and .to throw light on all its relations, at 
the same time that they serve the principal purpose of this 
paper in showing what the resources of the country are. 

Previous to July, 1862, there was no premium of consequence 
on gold, and no possibility therefore that the prices then prevail- 
ing were unduly enhanced. The aggregate values annually 



1865.] The National Resources. 131 

exchanged with foreign countries are, therefore, up to that 
time, true representatives of the financial relation of the 
United States to Europe ; and this is decisively proved by the 
large importation of specie drawn from England in 1861 and 
1862. To show that no recent occasion of exhausting drain 
had occurred when the present disturbed period began, the 
comparison is carried back to the fiscal year 1854 - 55, in the 
following statement of total exports, imports, and balances in 
foreign trade. 







Total Exports. 


Total Imports. 


Excess of Exports. 


1854- 


-55 


$ 275,156,846 


$ 261,468,520 


$ 13,688,326 


1855- 


-56 


326,964,908 


314,639,942 


12,324,966 


1856- 


-57 


362,960,682 


360,890,141 


2,070,541 


1857- 


-58 


324,644,421 


282,613,150 


42,031,271 


1858- 


-59 


356,789,462 


338,768,130 


18,021,332 


1859- 


-60 


400,122,296 


362,163,941 


37,958,355 


1860- 


-61 


410,856,818 


352,075,535 


58,881,283 


1861- 


-62 


229,790,280 


205,819,823 


23,970,457 


1862- 


-63 


350,017,338 


252,187,587 


97,829,751 


1863- 


-64 


340,665,580 


330,109,840 


10,555,740 



There are several important points to be considered which 
affect these aggregates, that first in order being the deficiency 
of the export account. It has long been known that, from the 
absence of penalty for deficient or untrue outward invoices, or 
of especial necessity, from any cause, requiring the record of 
the export manifests to be complete and full, there has been 
more or less of failure either to clear outward shipments of 
domestic produce, or to secure the record of such clearances 
when the ship obtains its general clearance and leaves the port. 
The deficiency at the port of New York on this account is 
estimated by officers most competent to judge at one fourth 
the total of outward shipments of domestic produce annu- 
ally. Taking the deficiency at one sixth only, it amounts, at 
the port of New York alone, for the fiscal year 1863-64, to 
$35,200,000. 

On the other hand, the reported imports, though more rig- 
idly and closely valued, undoubtedly are always short, not 
only of the true valuation when entered, but still more defi- 
cient in the valuation they should have as one side of the com- 
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mercial exchanges. The increase over the invoice price at 
which they are entered, resulting from transportation across 
the Atlantic, and the advance properly charged on them on 
arrival by the importer, add twenty per cent to the recorded 
aggregate values at the point and time of actual exchange. 
A portion of this is profit falling wholly to citizens and capital 
of the United States, while a portion remains attached to the 
original foreign ownership. Taken together, the corrections 
due to undervaluation nearly balance each other, probably 
giving a few millions of preponderance to the export side. 

Again, there is an account of gold and silver coin and bul- 
lion exchanged, which largely increases the. volume for the ten 
years of the table, both in imports and exports. Previous to 
1857, no report of specie and bullion entering and leaving the 
ports of England was required by law, and in so far official 
recognition was given to the claim that they are not merchan- 
dise. But with the large surplus of precious metals produced 
in many countries now, it becomes impossible to deny the com- 
mercial character of specie and bullion shipments. The pro- 
duction of gold in California has been far in excess of the 
requirement for coin, and for all other purposes or uses in the 
United States, and a steady current outward has been the con- 
sequence. In two years, from July 1, 1860, to June 30, 1862, 
however, the heavy outward shipments of cotton and other 
produce induced a reversal of the current, under which a 
sum of $ 62,750,000 in gold was imported, in the face of undi- 
minished production of the gold mines. 







Imports. 


Exports. 


Excess of Exports. 


1854- 


-5£ 


$3,659,812 


$56,247,843 


$52,587,531 


1855- 


-56 


4,207,632 


45,745,485 


41,537,853 


1856- 


-57 


12,461,799 


69,136,922 


56,675,123 


1857- 


-58 


19,274,496 


52,633,147 


33,358,651 


1858- 


-59 


6,369,703 


63,887,411 


57,517,708 


1859- 


-60 


8,550,135 


66,546,239 


57,996,104 

/Excesfl of Imports. \ 

( 16,548,531) 


1860- 


-61 


46,339,611 


29,791,080 


1861- 


-62 


16,415,052 


36,886,956 


20,471,904 


1862- 


-63 


9,555,648 


82,364,489 


72,808,841 


1863- 


-64 


13,155,706 


105,125,750 


91,970,044 



The sums here given for the last two fiscal years embrace 
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large aggregates shipped from San Francisco to England under 
peculiar circumstances, and not reported as exports by the 
customs officers ; it being claimed by the shippers that the 
transactions were solely for account of Eastern holders, and 
that the gold was sent to England merely to secure safety in 
the transit. But as the exchange drawn against all such ship- 
ments was employed or held by these parties, and the gold 
did not return to the United States, its value should, in the 
first instance, be set down to the account of exports. The 
amount so exported in the fiscal year 1862-63 was $18,207,879 ; 
and for the fiscal year ending June 30, 1864 (1863-64), 
$35,735,265. 

It is undoubtedly true that these sums do not represent 
ordinary commercial transactions, and that they are covered 
by exchange or other credits, which, if adjusted, would require 
the return of the gold to the United States. It is a portion of 
the large reserve of accrued wealth of citizens of the United 
States, who have, for safety and without inconvenience, remit, 
ted it to England practically as a deposit, content to hold or 
to place in the market the credits drawn against it. While its 
export is a disadvantage in some respects, and the fact that such 
is the course of these important shipments of gold from Cali- 
fornia for Eastern account is one worthy of public if not of 
legislative attention, there is an assurance of the strength of 
the country in the case which is gratifying. Exchange on 
England and Europe is undoubtedly held now in large surplus 
above the wants of merchants for current remittance. Evi- 
dences of this fact appear in many quarters, independent of 
this very remarkable remittance of gold. Probably the sum 
of fifty millions of dollars is within bounds as an estimate of 
the absolute surplus of exchange and like credits now held 
in the United States against England and Continental Europe, 
which sum will return to us in gold when national events per- 
mit an adjustment of the commercial and financial balances 
between Europe and the United States. 

The great profits made by dealers in and holders of ex- 
change since gold began to rise to a premium, have created a 
new class of investors and speculators, whose business it is to 
hold, as well as to create, exchange for its legitimate purchas- 
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ers. It has been better than gold to hold and speculate in, 
because far more convenient, and more easily converted into 
other exchangeable values. Recently it has been too much 
the habit to overlook the relation which exchange bears to cur- 
rent commerce, and to regard it as actual and secured prop- 
erty at the price it has borne with gold at 250. It will, doubt- 
less, command the return of gold for such excess as may not 
be covered by payment for merchandise bought abroad; but 
that gold, when returned, will be worth little or nothing more 
than the general currency. A sudden adjustment of mutual 
credits and debts with foreign countries would as suddenly 
sweep away what are now deemed to be great accumulated 
profits invested in gold and exchange. 

Reducing the exports of gold for the last two fiscal years 
above named by the sums sent in this unusual manner from 
California, and not officially embodied in the statement of 
exports made at that port, the exports, and excess of exports 
over imports, are as follows : — 

Exports. Excess of Exports. 

1862-63 $64,156,610 $54,600,692 

1863-64 ' 69,390,485 56,234,779 

These sums of excess of exports thus become almost exactly 
equivalent to those of each year of the period from 1854 to 1860. 
It is evident that there is no commercial drain in the case during 
either year ; and this point, whether there is or is not a com- 
mercial drain, is of the highest importance in considering the 
general relation of our own to European finances. 

The position that there is no such drain is further confirmed 
by the events of the quarter ending September 30, 1864 ; in 
which period the exports of specie and bullion were small. At 
New York they were but $ 6,425,005 for the quarter, and but 
$5,782,205 in excess of the specie imports. None was ex- 
ported at other Eastern ports ; and at San Francisco, the total 
export was $11,640,600, of which $8,764,600 was of the 
character mentioned previously, or was shipped to England 
" on Eastern account." The sum of $ 8,659,000 was thus the 
amount of regular exports for the quarter, or at the rate of 
$ 34,636,000 for the year. 

We proceed to apply the results of this calculation of gold 
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and silver exchanges to the aggregates of trade before given, 
from which it appears that we have, as the measure of the 
credits nominally placed to our account in Europe in 1862-63, 
the sum of $ 97,829,751. The imports are of course in gold 
values, and require no modification ; but the exports require an 
analysis, and a reduction of some portion of the total to proper 
equivalents in gold, before it can be decided what the actual 
value of our credits on the exchanges of that year was. Tho 
aggregate as made up is $ 350,017,338, of which there was in 
coin and bullion $82,364,489; and in foreign merchandise, 
given in the values of the original foreign invoices, and there- 
fore not requiring reduction, the sum of f 25,959,248. There 
remain $241,693,601 in value of domestic merchandise export- 
ed to balance the portion of the imports not covered by the ex- 
ports first named, or the sum of $162,071,739. Assuming that 
the premium on gold is directly represented in the increased 
price of exports of domestic produce, — an extreme assump- 
tion, as will subsequently be shown, — one half the sum named 
above may be reduced to correspond with a premium of 25 per 
cent on gold, which was the exact average premium from July 
1 to December 1, 1862 ; $ 120,846,805 becoming, at gold value, 
$96,677,444. The second half was exported while gold bore a 
higher premium, — an average of 55 per cent, — and its equiva- 
lent gold value becomes $ 77,965,681. The domestic produce 
account is thus $174,643,125, and the total of exports reduced 
to gold values is $ 282,966,862, against $ 252,187,587 of im- 
ports ; an excess of exports of $-30,779,275. Reducing this 
sum by the amount of the extraordinary gold shipments from 
California, which reached $18,207,879, the balance is still 
$12,571,396 on the actual commerce of the year. 

This being the first year to which the discrepancies of cur- 
rency apply, it has been examined with care to ascertain whether 
the intrinsic values exchanged by the United States with all 
the world were such as to exhaust our resources, and to put us 
at especial loss in consequence of the premium on gold and 
exchange. It is believed that the proof is ample that the effect 
of such premium was really in our favor rather than against us, 
since it raised the price of a greater amount of absolute mer- 
chandise in our hands than in the hands of those who exchanged 
with us. 
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In the preceding calculation it has been admitted that the 
price of export staples increased directly, and fully kept pace, 
with the premium on gold ; and under certain conditions of 
trade, or with certain relations of the United States to foreign 
countries, the values of all exchangeable articles would fall as 
represented in gold, or rise in paper, until an equilibrium was 
established. But the exchanges with foreign countries are so 
small in comparison with the domestic and the total exchanges, 
that none of the staples of the export trade conform to what 
would be assumed as the law. The actual prices have been in- 
termediate between the price these articles bore before the price 
of gold changed, and that to which it might be supposed the 
increased price of gold would carry them. It must, therefore, 
either be assumed that the changed price of gold has prostrated 
all intrinsic values in the United States, reducing them to one 
half or two thirds their standard, or it must be admitted that the 
rise in gold has not carried the price of exportable articles with 
it, or not beyond a point equally distant from either extreme. 

The export price of wheat flour at New York for the quarter 
ending September 30, 1863 (795,503 bbls., value $4,558,342) 
was $ 5.73 only per barrel ; and for the quarter ending December 
31, 1863 (431,590 bbls., value $3,606,073), $8.35 per bbl.; 
for the quarter ending March 31, 1864 (501,899 bbls., value 
$3,907,255), $7.78 per bbl.; for the quarter ending June 
30, 1864 (509,569 bbls., value $4,105,008), $8.05 per bbl. 
And for the whole year 1863-64 (2,238,551 bbls., value 
$16,176,578), an average of $ 7.23 per barrel. These are the 
actual values and quantities exported during the period of the 
most extreme price of gold, yet they are by no means excessive 
prices as they stand. The premium on gold during each 
month of this fiscal year, at New York, was as follows : — 



July, 1863, 


31] 


per 


cent. 


January, 1864, 


54£ per cent. 


August, " 


26 




« 


February, " 


59 ' « 


September, " 


25 




u 


March, " 


Mi « 


October, " 


50 




a 


April, " 


75 « 


November, " 


48 




u 


May, « 


80 " 


December, " 


52 




a 


June, " 


109 « 



Reduced to quarterly averages, they become, respectively, 



For the 3d quarter of 1863, 


$5.73 


" 4th " " 


8.35 


" 1st " 1864, 


7.78 


« 2d " " 


8.05 


Fiscal year, 1863-64, 


7.23 
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31, 50, 59£, and 88 per cent, with an average of 57 per cent 
for the year. Applying the rates quarterly to the statements 
of exports for like periods, the corresponding prices of flour 
per barrel are, — 

$ 5.73 becomes % 4.37 per bbl. 

" 5.57 " 

" 4.87 " 

4.28 " 

" 4.60 " 

These reduced or calculated prices are far below those 
prevailing before the war as export prices ; thus, in the fiscal 
year 1859-60, the exports of flour were 2,611,596 bbls., 
value $15,448,507, rate $5.92 per barrel; and in 1860-61, 
4,323,756 bbls., value $ 24,645,849, rate $ 5.70 per barrel. 

The export prices of wheat, the next great export staple, 
even more decidedly prove that in 1863 - 64 the price of gold 
was not a representative of all values. The following are the 
actual export prices taken from the volume of exports at New 
York, and the calculated gold prices : — 

Export price. Calculated gold price. 

3d quarter of 1863, $ 1.22 per bushel. 94 cents per bushel. 

4th " " 1.36 " 90| " " 

1st « 1864, 1.49 « 93 J " " 

2d " " 1.52 " 80| " " 

Fiscal year, 1863-64, 1.38 " 87| " " 

In this case the depression below standard or average prices 
resulting from a calculation with gold at the highest premium 
is quite noticeable. With gold at 88 per cent premium, wheat 
at gold prices is but 80 cents per bushel, a conclusive proof 
that the export price it actually bore was at least intermediate 
between gold and currency rates. 

It may be claimed that it is immaterial to the issue, or to the 
determination of the financial relations of the United States 
with foreign countries, whether the export staples have risen 
in currency prices, or fallen in gold prices, since all imports 
were paid for in gold values. This would be true, as has been 
said, if the outward carriage of merchandise was of necessity 
and not of choice, and if the exports followed the imports. In 
fact, the export movement always had precedence in time, and 
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the credits drawn against it accrued before any use of them was 
required for remittance. At no time since the war began, and 
particularly since the rise in gold began, has the market been 
bare of exchange, or without a large surplus held for specula- 
tive purposes quite as much as gold. Not less than thirty, and 
perhaps fifty millions of exchange, has been the average held 
by exporters, importers, bankers, and speculators, since the 
appreciation of gold began, and indeed since the flood of ex- 
ports went to foreign countries in 1861 and 1862. Produce in 
great quantities was shipped in 1862 and 1863, — wheat and 
flour leading in the former year, and petroleum leading in 
1863 and 1864, — solely for the purpose of creating exchange 
to hold and speculate in, and vast profits were realized on the 
advance these credits on Europe attained as gold went up to 280. 
It is well known that the profits on this export trade were and 
are yet great, stimulating business to an unprecedented degree, 
and throwing into our own commercial centres four fifths of 
the profits supposed to accrue to the foreign dealers who sold 
us a very large volume of imports to be paid for in gold only. 

As this point is of the highest interest in considering the 
financial relation we hold to other countries, it is worthy of the 
greatest attention, and a fullness of illustration for which we 
have not room in this article. But let it be imagined that ten 
millions' worth of exports go out in September, 1863, with gold 
at 35 per cent premium, the foreign market being unchanged, 
and the home purchasing market advanced 20 per cent. These 
credits, it may be supposed, are half of them held three months, 
and half held six months ; then being realized in currency 
values, through sales for remittance or otherwise. The five 
millions sold in three months have advanced in the ratio of 120 
to 152, and the five millions held to March, 1864, have ad- 
vanced as 120 to 165. In each case it may be supposed that 
they are used to cover the cost of imports for the period of ex- 
portation mainly, and therefore to realize almost the entire 
advance to American holders. Such has been the case in fact ; 
and the actual abatement on the export prices of this fiscal 
year, when the payments for imports have been made, has not 
exceeded twenty per cent. In many cases the advance realized 
on the credits these exports created has been such that ten mil- 
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lions of currency purchases for export have paid fifteen millions 
in currency of foreign debt, when the credits were actually used. 

There may, without doubt, be a reverse side to this picture 
of prosperity, when exchange and gold and produce values fall 
back to their former and true relation to the currency, which 
currency is now little or not at all removed from the standard 
money of account in intrinsic value. The disturbance of gold 
values has paid us profits above all the profits ever known in 
trade for a like period previously, and it continued to pay so 
long as prices advanced, and exports and credits kept the lead 
of the obligations to pay imposed by the imports. It was so 
profitable to ship flour, grain, provisions, and petroleum, that 
operators took no account whatever of the demand for ex- 
change, and did not .think of waiting for such demand. The 
credits created by a brig-load of petroleum to Havre or Ham- 
burg might, and often did, advance twenty-five per cent in a 
month ; the profit to the producer in the United States, to 
transporters and exporters, being such that each and all could 
afford to pay any increase the importer should think proper to 
put on the prices of the goods for which this exchange at last 
made payment. 

That such has been the actual course of trade, and the reali- 
zation of profits, is abundantly illustrated by all the current 
facts of the time, — by the ease and buoyancy of the markets, 
the accumulation of wealth, and the enormous growth of all 
departments of foreign trade. The realized wealth of the 
country assumes too many and too obvious forms to leave a 
doubt that it is wealth, and not hollow inflation. And, para 
doxical as it may appear, the supposed misfortune of the rise 
in gold, and the supposed dependence it has entailed on foreign 
countries, has in fact operated to stimulate business, to throw 
vast profits into the hands of all concerned in production and 
exportation, and to give us a precedence in the exchanges con- 
ducted with foreign countries, that wholly neutralized the mis- 
fortune of having to pay high prices for imported goods. 

Another consequence of this peculiar relation of gold to cur- 
rency has all along been apparent in the European monetary 
centres and in California, where gold was maintained as the 
money of account. In both England and California this period 
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of high gold prices has been one of constant financial pressure 
and difficulty. If their standard can be claimed to have forced 
a depreciation of ours, it may at least equally be claimed that 
we have forced them to yield to our basis of business. In Eng- 
land money has not for a long period borne rates of interest so 
high as for the last year ; the Bank of England rate being from 
six to nine per cent, — an unprecedented condition, consider- 
ing the length of time it has prevailed. In the eastern United 
States the interest rates have all this time been but six and 
seven per cent, or not above the average of ordinary times be- 
fore the war. In California the rate at bank has been one and 
a half per cent per month, and in the street two to four per 
cent per month, — the first equal to twenty per cent yearly, 
and the last rate named being more than fifty per cent yearly. 
The consequence has been, that the cost of conducting business 
has exceeded its profits, both in England and California, ex- 
tensive failures and general depression being the consequence. 
Money has become too dear with them, and nothing can relieve 
them but a decline in gold. The weight of the vast business 
of the United States surrounds them, and presses with almost 
irresistible force upon their costly medium of exchanges. If 
they had accrued wealth in such volume that they were not de- 
pendent on business, the matter would be of less consequence ; 
but they must do business and make current profits on it, and 
failing in this they suffer financial stringency, if not ruin. 

It may not readily be admitted that the financial difficulties 
of England and California are consequences of the price of 
gold, and the continuance of that standard in competition with 
our currency standard, but it is a conspicuous fact that the two 
conditions have so far run parallel with each other. In the 
case of England, it is evident that it has been very profitable to 
merchants in the United States to create credits there by send- 
ing anything and everything that would sell. England has 
bought of the United States and of all other nations in too large 
a proportion to the sales made and the returns realized. We, 
at least, have made great profits from this outward trade. 
Merchandise has been handled easily also, on our part; while 
the British holder of raw staples and the manufacturer paid 
dearly for their capital employed, and dealt in a currency cost- 
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ing twice or two and a half times as much as ours. Assum- 
ing and confident as their bearing has been in regard to the 
finances of the United States, it has been a constant and severe 
strain to preserve coin in the Bank of England, and to continue 
the business relations which maintain the vast fabric of British 
trade an intact whole. 

In California the disparity of currency operates as a constant 
inducement to the return of capital to the East, where the ex- 
aggerated value of gold may be realized. For many months 
the dollar in gold, which can scarcely find remunerative invest- 
ment in California, became two dollars or two and a half in 
Eastern property, or in national securities paying six per cent 
interest in gold, — a temptation to investment that must neces- 
sarily have great influence. To maintain free capital in a sec- 
tion where it cannot find profitable investment when its holders 
are free to remain in either part of the Union, and are really 
residents of the East as well as of the West, is not long possible. 
California must either yield its distinction of currency, or must 
witness the transfer of large sums for investment at the East. 
The business interests and fixed capital of the entire Pacific 
coast of the United States are small compared with those of the 
loyal States of the Atlantic coast, and they cannot long main- 
tain a standard peculiar to themselves. 

The commercial consequences of the disparity of currency 
standards between California and the Eastern States have been 
strikingly similar to those appearing in foreign trade. The 
high gold prices ruling there for provisions, spirits, oils, and 
all the standard articles of shipment from the East, have in- 
vited a large trade, profitable to the East, but draining the gold 
of California. The shipment of flour to San Francisco has been 
renewed, after five years not only of full domestic supply there, 
but of very large export to England and elsewhere, for a part 
of this period. Invoices to California from the East now more 
nearly resemble those of the first five years' occupation of that 
coast, than those of the trade of the past five years. 

The condition of a great people in time of war includes or 
brings with it many anomalies and departures from ordinary 
commercial and business rules, and these anomalies must sim- 
ply be taken and admitted as such. In the present case, the 
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fears and extreme cautions usual to such periods have done 
much, while extravagances of speculation and actual conspir- 
acies have done more, to create a factitious price for gold. 
Absolute danger has combined with absurd ignorance and 
misrepresentation abroad to discredit the finances and busi- 
ness of the loyal States. Good as well as evil followed the in- 
flation of gold prices ; — ease in business, high prices for all 
exportable articles, profit on holding as well as creating foreign 
credits, and a business stimulated to intense activity. As a 
mere speculation, the inflation of gold prices would have re- 
paid the cost of carrying its price up at the stock exchange, 
from the day it began until it reached the maximum. The 
decline to par again would bring great losses also ; but it is not 
the business of speculators to provide for anything beyond 
immediate profits. 

High prices of course cause, if they do not enforce, hoarding 
the precious metals on the part of all who do not engage in 
speculation ; and simple high prices, quite as much as all other 
causes, have sent all the minor elements of metallic currency 
into hoards, there to be sealed up by blind fatuity until prices 
return to par. But this is no novelty even in our history. 
Satisfied and secure as the great majority of the people feel, 
there is a class of inevitable and almost willing victims, who, . 
from alarm at one time and sordid love of profit at another, 
have taken some resources absolutely away, and have hidden 
others in places of concealment. 

An especial peculiarity has been disclosed in the course of 
specie and bullion shipments from California, which has already 
been referred to. In this case, the dangers of transit simply 
turn the current of surplus gold, for the time, from New York 
to London ; and being turned there, its proceeds are probably 
used or held as credits simply, without returning the gold to 
the United States. As has been stated, these peculiar ship- 
ments amounted to large sums, and they are still continued. 
In 1862 - 63 they were $ 18,207,879 ; in 1863 - 64, 1 35,735,265 ; 
and in the three months ending October 1, 1864, $ 8,750,000. 
This movement is not to be set down to the account of fear for 
the public safety, or for the safety of the government ; yet it is, 
nevertheless, one consequence of the public dangers, since it is 
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fear of piracy that changes the direction of gold shipments from 
New York, their first and natural destination, to England. It 
is not in any sense a consequence of commercial or financial 
conditions, and the results should not go into the calculation of 
national resources without proper explanation. 

And on this point of choice of depositories, it must be borne 
in mind that circumstances facilitate freedom of action now 
to a degree quite beyond that known in earlier periods. An 
aggregate trade of 600 millions of dollars with other nations 
in 1862-63 rose to 670 millions in 1863-64, notwithstand- 
ing the loss of all the seceding States. A trade of such mag- 
nitude still in active progress must necessarily afford great 
facilities for the transfer of values from a nation believed 
to be in great danger to one known to be safe. During 
European convulsions restrictions on trade have been almost 
always the rule, and particularly upon movements of capital 
and accrued wealth with the design to evade taxation. With 
the entire absence of restraints, and the vast amount of mova- 
ble wealth in the country, it is only remarkable that nothing 
has been disclosed indicating a necessity for care on this point. 
Capital remains, and seeks investment in unprecedented 
amounts. Assuming that the whole of this California ship- 
ment of gold represents a movement of wealth driven abroad 
by the insecurity of the country, its total is a small sum in 
comparison with the voluntary investments of the last three 
years in the securities the government has put forth, made 
from the accumulated profits of the people. 

Recurring to the question of intrinsic values commercially 
exchanged between the United States and foreign countries, 
we re-state the claim that the intrinsic values of our exports 
were and are greater than a reduction to gold equivalents 
makes them, and that, their proceeds not being required ex- 
clusively or immediately in the payment of debts or balances 
accrued against us, there has been great positive profit in their 
shipment, and an accumulation of general wealth resulting fully 
equal to that which would have accrued from such exports at 
the usual prices and with no premium on gold. Taking the 
prices of staple articles exported as they stand, it may reason- 
ably be assumed that the realized price to us was intermediate 
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between the currency price and its gold equivalent; for in- 
stance, the flour exported in 1863-64 was worth, not the 
$ 7.23 per barrel which was its average export record, nor the 
$4.60 which was the gold equivalent of the first-named price, 
but really it was worth to us their mean, or $ 5.92 per barrel. 
Wheat also, exported from New York alone in the fiscal year 
1863-64 to the amount of 17,296,102 bushels, reported value 
$23,866,884, was worth the mean between $ 1.38, the export 
price, and 87| cents, the gold price, or $ 1.13 per bushel. 

The extreme prices of the fiscal year . 1863 - 64 have been 
taken to illustrate this point ; and it is evident that the ex- 
ports should not be reduced to gold values to show the true 
relation of the United States to other countries for either the 
last or the preceding year. Restoring to the calculation of 
foreign trade for 1862 - 63, the first year in which gold rose to 
a premium, one half the reduction before made on account 
of currency, the total of which reduction was $67,050,485, the 
sum to be restored therefore being $ 33,525,242, and we have 
a new aggregate of $64,304,507 as the real balance to the 
credit of the United States on the commercial exchanges of the 
year ending June 30, 1863. 

Next, the exchanges of the fiscal year 1863-64 may be ana- 
lyzed. The magnitude of the foreign exchanges of this year is 
extraordinary ; the exports being $ 340,665,580, and the im- 
ports $ 328,514,559 ; the nominal balance in favor of the United 
States being $12,151,021. A reduction to gold equivalents 
reverses this balance, however. Taking from both sides of the 
account the exports in gold values, which are the specie and 
bullion exports, $ 105,125,750, and the foreign merchandise 
re-exported, value $ 20,373,409, the remaining sums are, the 
exports at currency values, $215,166,421, and unadjusted im- 
ports, $ 203,197,731. These exports were not equally divided 
in the several quarters of the year ; the September quarter of 
1863 exporting nearly 52 millions, which, being reduced by half 
the average gold premium of 31 per cent, or 15J per cent, gives 
a corrected value of 45 millions. The next or December quar- 
ter shows 53 millions of exports with gold at 50 premium, re- 
duced by one half this premium to 42.4 millions. The first 
quarter of 1864 has 45 millions of exports with gold at 60 pre- 
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mium, which, reduced 30 per cent, gives 34.6 millions ; and the 
second quarter of 1864 has 65 millions, which, reduced one half 
the average gold rate of 88 premium, becomes 45.14 millions. 
Finally, the sum of corrected export values is $ 167,306,421, 
which, deducted from the unadjusted imports above named, 
gives an adverse balance of $ 35,891,311 in the exchanges of 
this fiscal year. 

It will be observed, however, that unusual commercial causes 
combined to throw a flood of imports into the United States in 
the last two quarters of this fiscal year. The universal expec- 
tation that increased duties would be laid on importations 
prompted every importer to send large orders abroad before 
the close of 1863, the proceeds of which arrived in immense 
quantities in March and April, 1864. Congress became 
alarmed at this excessive importation, and passed an act in- 
creasing all existing duties fifty per cent from April 19th. Im- 
ports continued, however, in great excess, to July 1, at which 
time a new tariff, with greatly increased rates of duty, took 
effect, reducing importations so much that the total entered at 
New York for the succeeding quarter (to September 30, 1864) 
was but 48 millions, against 73f millions in the quarter ending 
June 30 ; and of this forty-eight millions nearly one half went 
into warehouse, much of it being subsequently re-exported. 
During this quarter, also, the exports at New York alone were 
87 millions, of which 5,800,000 was coin and bxillion. The 
specie and bullion sent to foreign ports from California during 
the same time was $11,640,000, and the total of exports at all 
ports of the United States was some millions more than twice 
the total amount of imports. Reducing the exports reported in 
currency values by any reasonable proportion, the balance in 
favor of the United States on the foreign trade of the quarter 
would give a greater sum than the balance above stated as fall- 
ing against us in the fiscal year ending June 30, 1864. 

In truth, the fiscal year, as made up to end June 30, does 
not embrace the natural changes of trade which compensate 
each other. The imports are excessive, and the exports defi- 
cient ; while in the three months next following (to September 
30) the compensating extreme occurs, the imports falling to 
their minimum, and the exports risiug to a maximum. The 
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calendar year 1864 would alone correctly represent the course 
of foreign trade for any part of the period it covers, the imports 
during the first six months being really intended for the mar- 
kets of the entire year. 

The account of foreign exchanges since the war began may 
now be re-stated, substituting the corrected values or gold 
equivalents for the fiscal years 1862 - 63 and 1863 - 64 with 
the following results : — 



Fiscal Year. 


Exports. 


Imports. 


Excess of Exports. 


I860 - 61 


$310,856,818 


$ 252,075,535 


$58,881,283 


1861-62 


229,790,280 


205,819,823 


23,970,457 


1862 - 63 


316,492,096 


252,187,587 


64,304,509 

Excess of Imports. 


1863 - 64 


292,805,580 


328,165,314 


37,486,591 



It might properly be claimed that this last balance should be 
remitted to the current half of the year 1864 for adjustment. 
It has been shown that the quarter ending September 30 fully 
balances it, and that it is naturally and necessarily a part of 
the period. But the account may be closed with the end of 
the fiscal year, and still give a favorable result as regards the 
trade of the four years-, the average credit balance for the four 
years being $ 27,417,415 each year. 

It may here be stated, that British trade with the United 
States exhibits larger annual balances against England than 
are here shown. This result is derived from the actual valua- 
tions made in British ports, with freight and charges added, 
and a certain further accrued value ; the values of the export 
invoices being those reported here, and put in our account. 

A further fact of importance illustrating the case is that the 
export and import account of England with all other nations 
shows large adverse balances each year. The following are the 
aggregates for four years : — 





1859. 


1860. 


1861. 


1862. 




£ 


£ 


£ 


£ 


Merchandise, 
Bullion and Specie, 


179,182,355 
37,070,156 


210,530,873 
22,978,196 


217,485,024 
18,747,045 


225,716,976 
31,656,476 


Total, 


216,252,511 


233,509,069 


236,232,069 


257,373,452 




Exports. 






British Prodnce, 

Foreign & Colonial Produce, 

Bullion and Specie, 


130,411,529 
25,281,446 
35,688,803 


135,891,227 
28,630,124 
25,534,768 


125,102,814 
34,529,684 
20,811,648 


123,992,264 
42,175,870 
29,326,191 


Total, 


191,381,778 


190,056,119 


180,444,146 


195,494,325 
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1859. 


1860. 


1861. 1862. 


Excess of Imports, 


£24,870,733 


43,452,950 


55,787,923 61,879,127 


In United States values, 


$ 120,374,348 


210,312,278 


270,013,547 299,494,975 



It will be seen by this statement that the exchanges of specie 
and bullion neutralize each other, and that the differences are 
in merchandise. A part of the difference is due to the system 
of valuation ; which system accepts the outward shipments at 
" declared real value," or at the invoice prices, while the im- 
ports are at " computed real value," derived from prices affixed 
in British ports. The last-named valuation is thus one with 
costs and charges added, and the export values are without 
such addition. But with any reasonable abatement from this 
cause, there must remain a large difference against England ; 
and the magnitude of these differences increases rapidly in 
successive years. In 1859, the sum was 120 millions of dollars 
nearly ; in 1860, 210 millions ; in 1861, 270 millions ; and in 
1862, 299J millions. It is not easy to account for these enor- 
mous differences. It might be assumed, perhaps, that they 
represent actual remittances for the use of British capital 
abroad, and particularly in the colonies ; the merchandise 
being actually owned by a resident of England, and therefore 
requiring no return of values in any form to pay for it. But 
in British trade with the United States large differences ap- 
pear, too large to be covered by the entire export of gold and 
silver, or any other articles supposed capable of remittance to 
actual foreign holders. 

Imports into Great Britain from the United States, and Exports to the 

United States. 

1859. 1860. 1861. 1862. 

£ £ £ £ 

Imports of Merchandise, 34,294,083 44,727,202 49,289,602 27,715,157 

Exports of Merchandise, 24,417,892 22,907,681 11,025,683 19,173,907 

Excess of Imports, 9,876,191 21,819,521 38,263,919 8,541,250 

Gold Imports, 9,672,981 4,792,582 66,683 10,064,162 

Gold Exports, 14,342 1,727,220 7,381,953 37,528 

Excess, including gold, 19,534,830 24,884,883 30,948,649 18,567,884 

Excess of Mdse. in U.S. val., 47,800,764 105,606,481 181,197,368 41,339,650 
Excess of Mdse. and Gold, 94,548,577 119,442,833 149,791,461 89,868,558 

Prom these results it is evident that exchange with the 
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United States draws with it the chief excess of imports over 
exports in the trade of England with the world. The calendar 
years 1861 and 1862 average $111,125,000 each as the bal- 
ance against England and in favor of the United States, with- 
out gold, and $119,880,000 each, inclusive of the gold ex- 
changed. The statistics for 1863 are not yet accessible in 
British official reports, from which all these values have been 
taken ; but the two years named suffice to prove that the com- 
parisons and corrections before made, in showing the state of 
our exchanges, are fully justified and confirmed. 

The amount of foreign capital held or employed in the United 
States, and for the use of which remittances of some class of 
values must annually be made, has been the subject of some 
inquiry, but it can only be estimated. The aggregate is un- 
doubtedly large, and the annual payment of dividends, inter- 
est, and rents rises to a considerable sum. This annual remit- 
tance, exclusive of all absolute transfers of capital, has been 
variously estimated at from $18,000,000 to $30,000,000, repre- 
senting a capital of from $300,000,000 to $500,000,000. Dur- 
ing the last months of 1861 and the year 1862, a large amount 
of such investments was sold, and passed from foreign to 
American hands at a considerable reduction from its nominal 
value, and no general resumption of investment by British 
capital has since occurred. In Germany, the last year has de- 
veloped a moderate investment, which is still not beyond twen- 
ty-five or thirty millions probably. It has been stated that the 
recall of capital employed in the United States to England in 
1862 greatly stimulated speculation there in 1863, and led to 
purchases of cotton and other foreign produce for speculative 
purposes ; purchases which, on the decline of prices within the 
last three or four months, entailed the recent widespread com- 
mercial distress in England. We may safely assume that a 
nominal capital of seventy-five to a hundred millions was so 
transferred from foreign hands in 1861 and 1862, being pai ' 
for in the vast surplus of exports of those two years, and henw • 
forth held by citizens or residents of the United States. 

Taking the highest estimate of the sum of capital the use of 
which is to be paid for abroad, there cannot now remain more 
than four hundred millions, involving annual payments to the 
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amount of twenty-four millions, in gold values. This sum 
must come out of the balances to our credit in general com- 
merce, and it is, in fact, remitted in the exchange drawn against 
our exports. It has been shown that the corrected account of 
exports, in gold values, compared with the imports, gave us an 
annual credit, inclusive of the extraordinary imports of the first 
half of 1864, of $ 27,417,415 ; and therefore, after all possible 
demands and abatements are satisfied, there is a small balance 
still to the credit side. 

The great importance of this question of absolute monetary 
and commercial relations with all other nations has been 
thought to require the analysis here undertaken. It proves 
the unsoundness of the belief so generally entertained, that the 
war has brought on us an exhaustion which renders the high 
price of gold a commercial and financial necessity. It has 
been believed by perhaps a majority of the general public, that 
the currency is depreciated, not that gold has advanced to 
fictitious values. Yet the evidence is overwhelming, that no 
commercial necessity for the export of gold to pay heavy bal- 
ances against us exists, or has existed, since the war began. It 
is forgotten that in the two fiscal years 1860-61 and 1861-62, 
no less than $62,750,000 in gold was imported from Europe, 
all subsequent to the beginning of the war, and that the appar- 
ent excess of gold going out in 1863 and 1864 is compensated 
for by that importation, and by the existing return of a like 
period in some degree. For the three months to October 1, 
1864, gold almost ceased to be exported, except from Califor- 
nia, from which it went to England, not as an export, but as a 
deposit. The last four fiscal years, the period of war, give an 
annual average export of gold of but $ 42,175,689 ; while the 
previous four years 1857 to 1860 gave an annual average ex- 
port of $ 51,386,897. The excess in 1862 - 63 and 1863 - 64 
is nothing more than would reasonably be expected to follow 
the importations of 1861. 

National resources being, however, to some extent controlled 
by fears in time of war, it is needful to consider whether any 
reasonable basis for such fears exists or not. No restriction 
has been placed on the exportation of gold, and no such check 
exists in the United States on the stock of gold as is maintained 
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by the Bank of England in Great Britain. Interest there has 
been advanced to nine per cent, and has been maintained for 
months at rates almost unpreoedentedly high, in order to pre- 
vent exhaustion of gold and suspension of specie payments. 
Had credits existed in the United States which could be closed 
by remittance of gold to the relief of British finances, it is not 
to be supposed that our large remaining stock would not have 
been freely drawn upon. Why, then, was no gold of conse- 
quence sent during the last quarter, when no restriction on its 
export exists ? 

A further proof that the premium on gold is the result of 
alarms and speculations, rather than of commercial transac- 
tions, is found in the fact, that, for a year past, exchange has 
been, at frequent intervals, below par for gold. The fluctua- 
tions of the gold premium, and consequently of the relation of 
currency to exchange, became so great, that drawers finally 
held exchange at gold rates only, and these have often ruled 
at 108 to 109, when the par is 109J.* During August the rate 
was so low as to permit importation of gold ; and during the 

* Exchange was not quoted at gold rates until July, 1864, during which month 
the average of best bankers' 60-day bills at New York was 109 @ 109| ; during 
August the average was 108 @ 108| ; during September, 108J @ 109^ ; during Oc- 
tober, 108£ @ 109£; and for the first half of November, 109£ @ 109J. Commer- 
cial bills average one per cent less, and short-sight bankers' one per cent more. 

The following extract is instructive, as exhibiting the state of exchanges at the 
date of its publication : — 

" The topic of great interest in the market at the moment is the probable turn in 
foreign exchange. The sudden demand which sprang up on the Continent for 
American stocks, together with the liberal exports for the last three weeks, have 
produced a large supply of exchange. Just at this period, on the other hand, near- 
ly all the imports were entered in bond, and but few sold upon the market, thus di- 
minishing the demand for bills, as there was little call for remittance. This has 
interfered with the execution of German orders, and it is now difficult to sell ex- 
change for anything like its equivalent in gold. If this state of things should con- 
tinue, there might be a return current of gold from Europe, unless the necessity for 
this should diminish the orders for investment in American securities. It would 
seem that the fear of this has had something to do with the advance in the rate of 
interest at London. We look, however, for a release erelong of a portion of the 
stock of foreign goods held here unsold, and this would lead at once to the purchase 
of bills. Some are also of opinion, that many of the importers have held back their 
remittances, and that considerable amounts are yet to go forward to satisfy for pre- 
vious sales. We believe that the amount thus due is greatly overrated, and that 
importers have paid up unusually close as the goods were sold." — N. Y. Journal 
of Commerce, August 8, 1864. 
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second quarter of the year small shipments of gold, amounting 
to about $ 750,000, were made from Liverpool. Bills of ex- 
change, of the class designated commercial, have, during most 
of the last six months, ruled at 107 to 108, or one and a half 
to two and a half per cent below par. With the currency rate 
advancing to keep pace with the premium on gold, every bill 
of exchange created was as profitable an investment in itself 
as could be desired, and far more convenient than gold for 
the purpose of profiting by the rise. 

In devoting so much space to the consideration of the foreign 
trade relations of the country, it is by no means intended to as- 
sign them the exclusive position of control of the national re- 
sources which is often supposed to belong to them. These 
external relations of a country so great as ours in natural 
wealth may even be to a great degree unprofitable and ex- 
hausting, and yet be more than balanced by the development 
of internal resources. The ability to bear taxation, to invest 
in loans, and to conduct great expenditures, which this war has 
shown that the loyal States possess, is but in part derived from 
the trade conducted with foreign countries, — a part less than 
that due to stimulated activity of production and exchange 
within our own territory. It is almost always true that stead- 
ily rising prices incite and strengthen business, though the cost 
of conducting it also rises ; and with an enlarged demand from 
any cause, at home or abroad, the wheels of industry are every- 
where set in motion. It was possible, in 1860, to produce as 
much of manufactures, and even of agricultural staples, with 
two thirds the number then employed in industry and business, 
if this less proportion had sufficient inducement through in- 
creased rewards. When the war came, perhaps one fifth of the 
manual labor of the North was withdrawn, but at the same 
time the remaining portion was aided by constantly increasing 
improvements in machinery, by the investment of capital anew, 
and by a thorough infusion of life in every department, due to 
rising prices and a demand almost without limit. These were 
the great facts of the case in 1862, and their proportions and 
influence increased in 1863 and 1861. In their progress, they 
developed a power very imperfectly reflected or represented in 
foreign trade ; and it is the aggregate result of this energy, ap- 
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plied to our immense fields of natural wealth previously but in 
part opened, that should be considered in analyzing the causes 
and consequences of this greatly over-estimated fact of gold 
premium. 

Great as the waste of war undoubtedly is, the compensations 
which this war has brought to the loyal States are even more 
impressive from the simple magnitude of their proportions. 
Great cities, from whose population ten, twenty, or even fifty 
thousand soldiers have been drawn, exhibit in 1864 a more 
rapid ratio of increase in their population and business over 
1860 than was shown by this last-named year over 1856. 
Admitting that some share of this result is due to unusual 
concentration from the country districts, and not all to im- 
migration and ordinary growth, it is still true that such con- 
centration is an index of the activity that attends on general 
prosperity. There are none unoccupied who can or will la- 
bor. The number of those requiring charity is surprisingly 
small, — less than the average in years of undisturbed prosper- 
ity ; and this fact is in marked contrast with the facts attend- 
ing such recent periods of deranged business as those of 
1857 and 1858. The great cities are, to the most casual and 
superficial observer, full of evidences of solid material pros- 
perity ; and there are no conditions attending this prosperity 
which can with reason be held to indicate that it is delusive 
and fallacious. Usually an active business period has been 
characterized by excessive use of credits, and until recently 
the credit system constituted a chain of dependence connect- 
ing many persons, all employed in business, indeed, from the 
most remote producer to the most remote consumer. For this 
reason, mere panics might prove as destructive as the most ab- 
solute of losses. It was enough that " confidence was de- 
stroyed," to involve every merchant in difficulty and constraint, 
however solvent he was of himself, or however prosperous his 
business was in fact. Now this chain of dependence, which has 
carried so many merchants down in undeserved ruin, no longer 
exists. There can be no general collapse of credits, either with 
reason, as in some former cases, or without reason, as in 1857. 
And this achievement in the adjustment of business relations, 
which outranks any if not all others ever attained in the United 
States, is one of the compensations the war has brought. 
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No small proportion of the accumulation of wealth in the last 
three years has been derived directly from this release of busi- 
ness from the dependence of the old credit system. The capi- 
tal of a mercantile house can be turned three or five times 
where it could once before. Profits are realized, reinvested, 
and realized again, in half the time formerly required to wait 
the completion of a single transaction under the old r4gime of 
long credits. The release from risk greatly stimulates activity 
of original investment, since an enterprise which may be car- 
ried to its final issue in the brief periods now required is far 
more likely to be undertaken, than when a long continued ad- 
herence to it was necessary. The number of original producers 
is larger, for this reason, and the proportion of producers to 
the numbers engaged in mere exchange is also larger. 

We neglect to strengthen ourselves with assurances rightful- 
ly belonging to the occasion, if we fail to consider these re- 
markable and unusual conditions of the prosperous business 
now, and for two years past, conducted in the loyal States. It 
has been easy to assert that the existing and obvious activity 
was a consequence of a redundant currency and speculation ; 
but no competent business man believes his own especial ac- 
tivity a hollow and treacherous condition, which may betray 
him to ruin at a moment's warning. The generalization, if 
suggested to him, he applies to others rather than himself. 

As to the assumed redundancy of currency, there is perhaps 
no single fact more widely misapprehended than this. It is 
known that the actual movement of material productions in 
1863 has increased to an unprecedented degree over 1860, and 
that vastly greater quantities of all the staple articles of inter- 
nal and foreign exchange are bought, transported, and sold. 
The measure of this increase may be illustrated by citing the 
quantities of certain staple articles exported from the United 
States for a period of five years. These quantities were, of 
course, bought in the interior, transported over long lines of 
railroad or canal, and finally shipped in the seaboard cities for 
European markets. And as cash payments marked every stage 
of these transactions, and every stage, also, of the great move- 
ment of merchandise westward, by which they were paid for as 
from the Bast, some conception can be formed of the increase 



154 



The National Resources. 



[Jan. 



in money or currency required to conduct the entire system 
of exchanges. 



Leading Export Staphs for 


Five Fiscal Tears. 






1899-60. 


1860-61. 


1861-63. 


1863-63. 


1863-64. 


Wheat, 6m. 


4,155,153 


31,238,057 


37,289,572 


36,160,414 


23,680,651 


Flour, 66/s. 


2,611,596 


4,323,756 


4,882,033 


4,390,055 


3,543,263 


Indian corn, 6a. 


3,314,155 


10,678,244 


18,904,909 


16,119,476 


4,075,889 


Batter, lbs. 


7,640,914 


15,531,381 


26,691,247 


35,172,415 


20,795,195 


Cheese, /6s. 


15,515,799 


32,361,428 


34,052,678 


42,045,054 


47,733,337 


Pork, bbls. 


204,763 


156,487 


309,102 


327,852 


312,325 


Bacon, /6s. 


25,844,610 


50,264,267 


141,212,786 


218,243,609 


110,759,485 


Lard, /6s. 


40,289,519 


47,908,911 


118,573,307 


155,336,596 


85,385,387 


Tallow, /6s. 


15,269,535 


29,718,364 


46,773,768 


63,792,754 


55,015,375 


Candles & Soap, 


/6s. 11,885,820 


12,227,797 


16,087,003 


15,936,017 


13,605,962 


Petroleum, gals. 






*1 0,834,5 15 


♦27,934,944 


*28,000,000 


Spirits, gals. 


4,098,730 


6,542,464 


7,220,874 


7,396,925 


2,488,742 


Tobacco, 












Leaf, hhd. 


173,844 


168,469 


116,723 


117,213 


114,177 


Manufact., /6s. 


3,412,897 


14,864,828 


4,110,802 


7,070,172 


3,660,320 


Cotton, /6s. 


1,752,087,640 


1,750,000,000 


5,064,564 


11,384,986 


10,840,534 



A large list of staples in addition might be cited, with an in- 
creased or a sustained magnitude, as regards quantity alone ; 
among them grains, seeds, bread, beef, fish, lard and whale 
oils, coal, hops, ice, etc. It will be observed that the years 
1861 - 62 and 1862 - 63 afford the largest quantities, and that 
1863 - 64 has quantities generally three times as great as in 
1859 - 60, excluding Southern products. It should be said 
that 1859 — 60 was quite full in comparison with previous 
years, exceeding the average on almost all leading articles ; yet 
its disproportion to 1862 - 63 is striking, the relative quantities 
being less than one to four on an average. 

These quantities are, in truth, so much beyond precedent or 
comparison as to leave no ground for doubt as to the claim that 
all previous measures of the aids to business must be adjusted 
anew, and on a larger and more comprehensive scale. They 
are reproduced at all the primary markets of the West and in- 
terior, and on the lakes, the railroads, and canals which serve 
for transportation eastward. All the statistics of these primary 
markets and transportation lines are swelled from 1859 to 
1863 in the proportion of four or five to one, representing a 
greatly enlarged consumption within the country, including the 

* Calendar years ; 1864 estimated for last six months. 
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immense supplies taken by the armies in the field. The pecu- 
liar interest attaching to the measures of exported articles above 
given is, that they constitute a surplus at a time when it was 
feared that diminished labor and the waste of war would take 
all our surplus, and possibly call for importation from abroad. 
In the light of European history at such periods, how striking 
becomes the condition of the country in 1862 and 1863, — send- 
ing a surplus of unprecedented volume to foreign markets, aDd 
sustaining, with triumphant ease and ability at every point, a 
war of gigantic magnitude, with a force in the field and other- 
wise withdrawn from productive pursuits of not less than a 
million of men in the aggregate. 

A conspicuous fact deserving attention is found in the migra- 
tion which continues across the plains of the interior, to the 
new territories and the gold regions. This current, strange to 
say, has been swelled rather than diminished by the war. In no 
former year has so great a number left the Western borders for 
Idaho, Colorado, Montana, and the associated regions toward 
the Pacific, as during the current year 1864. The number 
free to choose new homes, and to engage in enterprises on new 
lands, exceeds that of any previous year, though few or none 
of the army have gone, — an impressive proof of the growth of 
a people whose national existence has been in peril from the 
desperate revolt of almost one fourth its population in 1860. 

The immigration from Europe has also been rising nearly to 
the position attained in the extraordinarily active period from 
1847 to 1856. In 1858 and 1859, there was a deoline to 
150,000 each year ; and in 1861 and 1862, the arrivals were 
still less. In 1863, however, the arrivals were 200,000 ; and in 
1864 they are nearly 250,000.* The productive power which 
has been so well sustained in 1862 and 1863 is therefore not 
likely to fail from exhaustion of population, since the army 
will return to industry as many as it will withdraw from it 

* The official returns made to the State Department of " Passengers arriving in 
the United States," are known to be short of the actual immigrant arrivals. They 
were, — 

In 1857, 271,558 In 1861, 112,683 

1858, 144,652 1862, 114,475 

1859, 155,302 1863, 199,811 

1860, 179,469 1864, 250,000 nearly. 
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hereafter. No greater numerical force will be required should 
the war continue two years longer, and with the lapse of every 
month the adaptation of Northern industry to the existing con- 
dition becomes more complete. 

The internal growth of the country is, as has been said, much 
more important than its external commerce ; yet it is difficult 
to assign terms in any definite form to this internal condition. 
The development of manufactures, and of all products of indus- 
try, is greatest where the exchanges are conducted at least cost 
to both consumers and producers. The increase of wealth is 
greatest where this cheap exchange occurs also ; and all that is 
requisite to the accumulation of a large surplus under such 
circumstances is activity, and freedom from injurious in- 
fluences in external trade. Most of these requisites have been 
supplied in an unusually full degree in the business of the 
loyal States for two years past, and the result is seen in the 
vast surplus the people have invested in the national securities. 
They have accumulated the profits of business with an increas- 
ing volume in the year 1864 ; and they are ready, at the be- 
ginning of 1865, to invest a sum daily of not less than two mil- 
lions of dollars from this legitimate surplus. Previous to the 
issue of the late loans of 1864, this constant resource in the 
people, and in their accrued profits derived from business, 
might have been doubted ; but now it is a question only how 
the rates and modes of contracting loans shall be made to har- 
monize with preceding investments, and not a question whether 
the people can take the loans required by the continuance of 
the war. 

The force of this statement is such, that it strongly invites to 
the summary process of reasoning which is impatient of proof 
in detail. If this proposition is true, all the antecedent facts 
and conditions must necessarily exist, and it cannot be neces- 
sary to prove that they exist. But this claim is too great for 
universal acceptance, and, whatever vindication subsequent 
events may afford, we perhaps have no right to anticipate it so 
far as to assume that the case is closed. 

It is admissible, however, to mingle with statements of a defi- 
nite numerical charaeter some of the evidences afforded by cur- 
rent and common observation. The accepted belief on which 
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plain business-men act may properly be cited, and it is often the 
case that the instinctive movements of business better represent 
the financial condition of the country than closely reasoned 
arguments can do. Theorists and abstract reasoners have been 
among the most decisive in asserting that the industry, the 
currency, and the general finances of the country, must neces- 
sarily be greatly disturbed, if not ruined, by the war. Revul- 
sions and prostrations of credit were deemed inevitable; but 
beyond the first and immediate consequences of the withdrawal 
of Southern trade to those directly engaged in it, there has 
been nothing, even of the most temporary character, to derange 
such credits and business relations as exist. To withdraw half 
a million of men from industry, and devote them to destruc- 
tive pursuits, would, it was said, destroy the productive power 
of the loyal States ; but the number of men withdrawn has 
far exceeded a half-million, yet production has increased three- 
fold. To banish gold and silver from circulation, supplying 
their place with large issues of government paper, would in- 
evitably, in theory, degrade the currency and drain the coun- 
try of the precious metals. Many doubtless suppose that these 
consequences have been realized ; but in fact the stocks of coin 
and bullion held in the United States are greater now than in 
any year previous to 1861, and a far severer outward drain has 
been felt in England and France for a year past than has exist- 
ed in the United States. The rate of interest has been raised, 
as heretofore stated, at the Bank of England to counteract this 
drain, twice to the extreme rate of 9 per cent, the average for 
the year being 7^ per cent. The same extreme measures have 
been resorted to by the Bank of France to prevent a drain of 
specie, and also in almost every capital and monetary centre of 
Europe. No outward gold movement, in fact, is due to the 
currency which is supposed to have taken the place of gold, but 
which has, in reality, simply filled the requirement for a great- 
ly enlarged circulation. And as to the supposed depreciation 
of this currency, the experience of practical men finds that the 
difference in value of the dollar of account now as compared 
with 1860 is not greater than the difference of market prices 
has frequently been within fifty years. Measured in the pur- 
chase of lands, city properties, buildings, and all fixed estate, 
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the difference is scarcely perceptible. In movable property it 
is greater ; and in staples of export, which by shipment may be- 
come the equivalent of gold, it becomes greatest as regards 
domestic products ; yet flour and grain, the two leading arti- 
cles of export, have many times in the history of the United 
States borne higher prices than they do in 1864, with an insa- 
tiable demand abroad which renders them always capable of 
shipment and conversion into gold.* Imported articles not 
only bear an extreme price derived from the necessity of pay- 
ing for them in gold, but such addition as the freedom in 
marking up prices now admits in every department of busi- 
ness. By common consent, the usual restraints as regards 
prices and the margin of profits to be charged are very much 
relaxed, and a large share of the advances attained are simply 
compensatory as among different classes of dealers, and, being 
laid on the most liberal principles under a steady advance of 
the principal articles, the result appears to prove an excessive 
supply and a great depreciation of the currency in which the 
prices are paid. Practically, however, this inordinate advance 
is neutralized to the purchaser under some form of compensa- 
tion in prices fixed by himself. 

As a final result, it may safely be assumed that the substitu- 
tion of paper currency for gold and silver has brought with it 
no injurious consequences that have not found an equivalent 
in positive benefits. Instead of being a calamity of the first 
magnitude, it has been a relief, — a relief from the constant 
constraint to convert currency into specie that would otherwise 
have occurred, and which must soon have been the only alter- 
native to the absolute disorganization of business. The severest 
trials business has ever known in the United States have been at 
periods when a real or supposed depreciation of paper currency 

* The following are the maximum prices of flour per barrel at New York, of the 
quality known as superfine, in the several years named. Years of lower prices than 
six dollars per barrel are not named, except from 1860 to 1862 : — 

1829, $8.55 1845, $7.00 1853, $7.18 1860, $5.50 

1836, 10.12 1847, 8.25 1854, 10.50 1861, 5.50 

1837, 11.62 1848, 6.62 1855, 10.18 1862, 5.85 

1838, 9.00 1849, 6.00 1856, 8.31 1863, 7.30 

1839, 9.12 1850, 6.25 1857, 6.35 1864, 10.50 
1841, 7.50 
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has brought on a struggle to get possession of gold and silver in 
exchange for it. In all such struggles the majority fail, and 
suffer seriously in their failure, because it is always impossible 
to so convert more than a small share of the currency at any 
definite time. From this trial, and all the disturbing conse- 
quences it brings, we have had release since the war began. 
The gold product of the Pacific coast and the new interior 
districts deserves consideration in any review of the national 
resources. It is now an established and permanent annual 
product, not less clearly at the command of the people in emer- 
gency than any other. It is mined, owned, and controlled by 
citizens of the United States, under the protection of the na- 
tional authority. In the annual aggregates given below, as 
shipped outward from San Francisco to both foreign and do- 
mestic markets, there is a small sum of one or two millions' 
each year included, which cannot be exactly separated, pro- 
duced in Mexico and British Columbia, and brought from those 
countries to California. Otherwise the amount of production 
is each year' newly mined on our own territory. 

Exports of Treasure from San Francisco. 
For 1854, $52,045,633 For 1860, $42,325,916 

" 1855, 45,161,731 " 1861, 40,676,758 

" 1856, 50,697,434 " 1862, 42,561,761 

« 1857, 48,976,697 " 1863, 46,071,920 

" 1858, 47,548,026 " S$Tw£} 28,993,711 

« 1859, 47,640,462 

Fiscal year, ending June 30, 1864, 51,264,023 

This supply of gold is independent of the new production in 
Colorado and Idaho, and its annually gathered mass really 
compels the movement abroad which has been already noted. 
Taking its average at forty-five millions yearly, it will be seen 
that the average of $ 42,175,000, before shown to have been 
exported for each of the past four years, is covered, with three 
millions to spare on California account, and three and a half 
millions in the interior, — together six and a half millions, to 
supply the current requirement of the local or home demand. 

It is deemed reasonable to assume, therefore, that the last four 
years have not exhausted the stock of the precious metals, and 
that nothing will be likely to do so in future, with the almost cer- 
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tain continuance of the supply. Indeed, with the developments 
recently made in mining in the interior, it cannot be a question 
whether an exhaustion of the precious metals is possible through 
any course of trade so far known, or under any premium to which 
speculation or fear may carry the price of gold in the Eastern 
markets. The commercial report of gold in banks and official 
depositories in the great cities, on November 1, 1864, shows a 
fair maintenance of the average stocks of the past three years, 
and a sum higher, by several millions, than the average of 
years to I860.* It is particularly noticeable, that from Novem- 
ber 1, 1863, to the same date in 1864, the decline of the com- 
mercial reserve of gold at New York is but $ 4,420,000, while 
the export of gold and silver in some form to foreign countries 
during the same period was ninety millions of dollars in excess 
of the imports. And this excess of exports, as has before been 
shown, served no purpose of accumulation in European com- 
mercial countries, but went from them to the great insatiable 
depositories of the East, the tropical Indies, and China, in pay- 
ment for raw staples of manufacture required by 'the crowded 
cities of Europe. To India and China alone, the official return 
of treasure sent from Great Britain gives $39,089,456 in 1861, 
$61,128,377 in 1862, and $59,480,841 in 1863. 

The cumulative force of the remarkable facts which have 
now been stated can hardly, if it be properly appreciated, fail 
to produce the conviction, that there is every reason for confi- 
dence in the national ability to supply all the means required 
for conducting the war to a triumphant conclusion, without 
prostration or exhaustion. The financial conditions which 
have prevailed in America during the last three years have 
not only been unprecedented and unexpected, but afford the 
most striking illustration of the resources and vigor of a free 
democratic community. They have an important and direct 
bearing upon political and social theories ; but upon these 
considerations we do not propose now to enter. 

* The stock of specie in banks and Sub-Treasury at New York is reported to 
have been : — 
On November 1, 1864, $ 33,955,867 On November 1, 1861, $ 50,700,000 
" 1863, 38,370,251 " 1860, 27,900,000 

" 1862, 40,801,000 " 1859, 25,300,000 



